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SUMMARY  OF  APPROACHES  TO  PROVIDE  AFFORDABLE  HOUSING 


By  Donald  Borchelt 

The  Boston  area,  with  a  median  price  for  a  single  family  house  (1985)  of 
just  over  $140,000,  is  now  the  most  expensive  housing  market  in  the  nation 
according  to  a  recent  study  by  the  National  Association  of  Realtors.  New 
housing  construction  is  aimed  toward  the  upper-income  market,  and  rents 
are  steadily  increasing.    People  in  the  lower-income  brackets,  seeking 
apartments,  and  young  middle-income  families,  looking  to  buy  their  first 
homes,  are  finding  it  almost  impossible  to  afford  housing. 

With  the  federal  government's  retreat  from  the  housing  arena,  local 
officials  are  having  to  shoulder  more  of  the  responsibility  for  creating 
affordable  housing.    In  Massachusetts,  many  local  communities  are  now 
required  to  take  affirmative  steps  to  encourage  affordable  housing  under 
the  Governor's  Executive  Order  215,  which  ties  state  discretionary  funding 
to  local  non-exclusionary  housing  policies  and  practice.    For  the  first 
time,  municipal  officials  find  that  they  need  to  know  the  tools  of  housing 
planners  in  order  to  set  up  appropriate  housing  programs. 

This  report  is  a  summary  of    the  more  important  approaches  communities  are 
using  to  address  the  affordable  housing  issue.    The  effectiveness  of  these 
programs  varies  from  community  to  community,  but  all  should  be 
considered.    Some  are  relatively  new,  and  virtually  all  are  modest  in 
scope.    There  is  no  single  or  best  solution  to  the  housing  shortage,  but 
the  strongest  approach,  in  fact,  is  one  that  builds  upon  small  steps, 
creating  or  preserving  a  few  units  randomly  in  a  program  that  moves 
continutally  forward.  This  approach  is  the  only  way  to  produce  a  secure 
supply  of  affordable  housing. 


1.  STREAMLINING  LOCAL  PERMIT  PROCEDURES:    The  time  and  expense  involved  in 
obtaining  required  development  permits  and  approvals  is  an  important  added 
cost  of  developing  housing.  Municipalities  in  Massachusetts  (and  across 
the  nation)  should  seek  to  reduce  those  costs  by  streamlining  the  local 
permitting  process,  through  close  coordination  among  boards,  and 
eliminating  unnecessary  paperwork. 

2.  REVIEW  OF  LOCAL  ZONING,  SUBDIVISION,  AND  OTHER  DEVELOPMENT  STANDARDS: 
Under  Massachusetts  Executive  Order  215,  local  communities  are  encouraged 
to  review  the  development  standards  set  forth  in  their  local  zoning 
ordinances  and  subdivision  regulations  to  evaluate  the  effect  of  those 
standards  on  the  cost  of  housing.    Zoning  regulations  dictate  areas  for 
single,  multifamily,  or  cluster  development,  and  stipulate  densities. 
Subdivision  regulations  dictate  street  widths,  drainage,  and  other 
infrastructure  requirements.    Other  related  development  standards  include 
requirements  imposed  during  site-plan  review,  and  local  board  of  health 
regulations  which  govern  septic  systems.    Proposals  to  amend  unnecessarily 
strict  regulations  are  an  anticipated  outcome  of  such  a  review.  Zoning 
changes,  for  example,  might  include  allowing  multifamily  development  in 
commercial  zones,  or  reducing  single  family  lot  sizes  in  appropriate 
areas. 


3.  ADOPTION  OF  CLUSTER  AND  P.U.D.  ORDINANCES:    Cluster  development  reduces 
housing  cost  by  increasing  land  use  efficiency.    In  cluster  development, 
units  are  generally  grouped  in  closer  proximity  than  allowed  for 
conventional  single  family  units,  which  reduces  the  amount  of  streets, 
sidewalks,  water  and  sewer  piping,  and  other  infrastructure  needed  to 
sustain  the  development.    In  Massachusetts,  cluster  development  is 
governed  by  the  special -permit  process,  which  may  involve  increasing  the 
overall  net  density  from  that  allowed  by  right  to  conventional, 
single-family  subdivisions.    Through  cluster  development,  a  significant 
amount  of  open  space  can  be  set  aside  and  maintained  to  preserve  the 
character  of  the  community.    In  some  cluster  ordinances,  developers  are 
allowed    to  build  additional  units  if  these  units  are  marketed  at  an 
affordable  price.    In  essence,  this  can  be  a  type  of  inclusionary  housing 
program. 

4.  LINKAGE  AND  INCLUSIONARY  HOUSING  PROGRAMS:    A  few  communities  in 
Massachusetts  have  adopted  ordinances  which  require  developers  seeking 
greater  density  or  other  zoning  relief  to  contribute  to  a  local  affordable 
housing  effort.    Programs  can  be  voluntary,  in  which  a  greater  density  or 
other  zoning  relief  is  an  incentive  to  participate,  or  they  can  be 
mandatory,  with  participation  required  of  all  developers.  In 
Massachusetts,  linkage  and  inclusionary  housing  programs  appear  to  be 
voluntary. 

Linkage  programs  are  usually  applied  to  nonresidential  projects, and 
require  developers  to  provide  affordable  housing  units  or  a  cash 
equivalent  in  proportion  to  the  estimated  impact  of  the  project  on  the 
demand  for  housing  in  the  local  market.    Inclusionary  housing  programs 
require  that  a  residential  developer  provide  a  percentage  of  the  overall 
number  of  units  as  affordable  housing.    The  affordable  units  may  be  either 
rented  or  purchased.    In  most  cases,  the  developer  is  offered  greater 
density  as  an  incentive;  in  some  cases  it  may  be  relief  from  some  other 
zoning  bylaw  restriction,  such  as  a  phased  development  schedule. 

5.  NEW  DESIGN  AND  TECHNOLOGIES  TO  LOWER  HOUSING  COSTS:    Local  officials 
can  encourage  the  use  of  new  housing  designs  and  new  technologies  to  lower 
housing  costs.    To  some  extent,  the  existing  barriers  are  attitudinal  as 
well  as  regulatory.    In  Massachusetts,  emphasis  has  recently  been  placed 
on  two  areas:  multiplex  housing  and  manufactured  housing. 

a.  Multi-plex  housing  is  single-family,  attached  housing.  New 
approaches  have  been  applied  to  the  design  of  two-  to  four-unit  attached 
housing  to  make  the  units  more  livable,  attractive,  and  compatible  with 
the  surrounding  community.    A  number  of  successful  national 
demonstrations  have  shown  that  such  designs  can  also  be  cost  effective. 

b.  Manufactured  housing  has  been  reported  to  be  10  percent  to  15 
percent  less  expensive  than  comparable  "stick-built"  units.  Manufactured 
housing  is  a  term  applied  to  any  use  of  prefabricated  components  for  part 
or  all  of  the  construction  of  a  housing  unit.    High  quality  manufactured 
housing  is  a  recent  development  whose  use  is  already  fairly  widespread  in 
luxury  and  affordable  housing. 
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6.  '  LOW  AND  MODERATE  INCOME  RENTAL  HOUSING:    Despite  federal  cut-backs,  a 
number  of  programs  still  remain  which  subsidize  the  cost  of  rental 
housingfor  low-  and  moderate-income  families,  elderly,  and  the 
handicapped.    Among  the  more  important  are: 

a.  State  Aided  Public  Housing;  including 

1)  the  Ch.667  Elderly  Housing  Program, 

2)  the  Ch.705  Scattered  Site  Family  Housing  Program,  and 

3)  the  Ch.689  Handicapped  Housing  Program, 

b.  the  Federal  Section  202  Elderly  Housing  Program; 

c.  Private  Mixed  Income  Rental  Housing;  including 

1)  the  MHFA  SHARP  Program, 

2)  the  MHFA  80-20  Program,  and, 

3)  the  TELLER  Program, 

d.  Rental  Subsidies  for  Existing  Housing;  including 

1)  the  federal  Section  8  Existing  Housing  Program, 

2)  the  federal  Housing  Voucher  Program,  and 

3)  the  Massachusetts  Ch.707  Program. 

7.  PROGRAMS  TO  PROMOTE  HQMEOWNERSHIP:    A  number  of  newer  subsidy  programs 
have  been  developed  to  assist  middle-income  homebuyers,  particularly 
first-time  homebuyers.    Perhaps  the  most  notable  were  the  various 
homesteading  programs  run  by  some  of  the  Commonwealth's  older  cities, 
which  rehabilitated  abandoned  one-,  two-,  and  three-family  houses  for 
owner  occupancy  by  neighborhood  residents,  in  which  buyers  contribute  some 
of  their  down  payment  through  "sweat  equity."    Other  approaches  to 
encouraging  homeownership: 

a.  Affordable  Condominium  Programs.  Includes  programs  to  help  tenants 
in  converting  buildings  to  purchase  their  units. 

b.  The  MHFA  Single-Family  Mortgage  Program.  Provides  discount 
financing  to  income-eligible  first  time  homebuyers.    This  program  includes 
a  targetted  neighborhood  revital ization  component,  which  allows  local 
communities  to  use  the  mortgages  as  a  tool  to  rehab  and  provide  ownership 
opportunities  in  older  target  neighborhoods. 

c.  Inclusionary  Housing  Programs,  (as  noted  above)  Used  to  provide 
affordable  homeownership  opportunities . 

d.  The  MHP  Housing  Opportunity  Program.  A  newly  announced  program 
which  anticipates  combining  the  Massachusetts  Housing  Partnership 
appropriation,  MHFA  Single-Family  mortgages,  and  local  incentives  to 
produce  new  single-family  and  condominium  ownership  opportunities  to 
first-time  homebuyers. 
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8.  COOPERATIVE  AND  OTHER  FORMS  OF  MUTUAL  HOUSING:    Conventional  rental, 
and  homeowership  models  are  not  the  only  possible  forms  which  affordable 
housing  can  take.    Nonprofit  community-based  organizations  have  been 
experimenting  with  other  types  of  housing  arrangements  to  expand  the  list 
of  approaches  available  to  meet  housing  needs.    Among  the  more  promising: 

a.  Congregate  Housing.  Generally  for  the  elderly,  congregate  housing 
has  been  introduced  in  a  number  of  communities.    While  there  are  many 
different  types  of  congregate  designs,  most  allow  the  elderly  to  live 
independently  while  providing  support  services.  Originally  envisioned  as  a 
solution  for  the  frail  elderly,  congregate  housing  is  now  seen  as  a 
housing  option  for  elderly  people  who  prefer  its  more  communal  atmosphere. 

b.  Limited  Equity  Cooperatives:  Provide  the  self-determination  of  the 
cooperative  form  of  multifamily  ownership  with  some  mechanism  to  subsidize 
the  equity  requirement  of  the  cooperative  members.    In  a  cooperative, 
title  to  the  property  is  held  by  the  corporation  in  which  each  resident  is 
a  shareholder.    A  number  of  limited  equity  cooperatives  have  been  set  up 
in  Boston  as  a  way  to  provide  affordable  units  for  low-  and 
moderate-income  households. 

c.  Transitional  Housing.  A  relatively  new  term  applied  to  a  type  of 
development  intended  to  assist  the  recently  homeless,  particularly 
homeless  families.    Unlike  a  shelter,  a  transitional  development  provides 
accommodations  for  a  period  often  from  six  months  to  a  year,  while  also 
providing  counseling,  referral,  and  other  services  which  work  with  the 
household's  underlying  difficulties.    For  example,  transitional  housing 
residents  might  be  assisted  to  obtain  Graduate  Equivalency  Degrees  (GED) 
or  job  training,  and  with  the  search  for  permanent  housing. 

>     9.  LANDBANKING  AND  OTHER  APPROACHES  TO  SUBSIDIZING  LAND  COSTS:    One  way  of 
reducing  the  cost  of  housing  is  to  reduce  the  cost  of  land,  a  factor  in 
the  cost  of  housing  which  has  been  constantly  increasing  in  importance. 
The  simplest,  most  effective,  and  most  widespread  approach  local 
communities  have  taken  is  to  inventory  all  land  and  real  property  owned  by 
the  municipality,  including  small  parcels  which  may  have  previously  been 
taken  by  tax  title,  and  identify  those  which  are  surplus  and  appropriate 
for  housing  development.    Surplus  school  properties  are  the  most  obvious 
examples  of  this  approach.    While  municipal  property  has  most  often  been 
used  to  develop  subsidized  rental  housing,  particularly  for  the  elderly, 
properties  have  also  been  used  to  underwrite  homeownership. 

With  a  landbanking  program,  the  municipality  actually  sets  up  an 
administrative  mechanism  to  acquire,  hold,  and  dispose  of  land  according 
to  the  guidelines  of  the  local  program.    The  landbanking  entity  sets  up  a 
specific  planning  process  for  determining  the  most  appropriate  type  of 
development  for  each  parcel,  and  for  reviewing  and  selecting  development 
proposals.    A  landbank  program,  as  opposed  to  an  ad  hoc  approach,  is 
appropriate  where  there  is  a  relatively  continuous  supply  of  properties  or 
funds. 

10.  REHABILITATION  AND  ADAPTIVE  REUSE  OF  EXISTING  BUILDINGS:    The  need  for 
new  construction  will  be  diminished  if  local  communities  use  existing 
properties  to  provide  affordable  housing.    Despite  the  strong  metropolitan 
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hoasing  market,  there  are  still  many  residential  properties  in  older 
neighborhoods  in  substandard  condition  which  are  owned  or  rented  to  low- 
and  moderate-income  households.    In  most  cases  the  cost  of  upgrading  these 
units  cannot  be  carried  by  the  current  owners  or  tenants.  Public 
assistance  with  rehabilitation,  coupled  with  mechanisms  to  protect  the 
affordability  of  the  units,  is  a  well-established,  effective  way  to 
preserve  this  supply  of  affordable  units. 

The  Community  Development  Block  Grant  Program  (CDBG)  is  a  federal  grant 
program  which  has  most  often  been  used  to  underwrite  the  rehabilitation  of 
residential  properties.    Fifteen  communities  in  the  MAPC  region  are 
entitlement  communities,  and  automatically  receive  an  allocation  of  CDBG 
funds  from  the  U.S.  Department  of  Housing  and  Urban  Development  (HUD). 
Other  communities  must  compete  for  CDBG  funds  through  the  component  known 
as  the  Small  Cities  Program.    In  Massachusetts,  this  program  is 
administered  through  the  Executive  Office  of  Communities  and  Development. 

In  addition  to  rehabilitating  older  residential  structures,  many 
Massachusetts  communities  have  provided  a  significant  number  of  new 
housing  units  through  the  reuse  of  obsolete  nonresidential  properties. 
These  include  old  school  buildings,  industrial  properties,  and  office 
space  located  in  older  commercial  areas.    The  reuse  of  the  latter  has  been 
supported  through  the  EOCD  Core  Focus  Program,  which  combines  funds  from 
the  Massachusetts  Small  Cities  Program  (MSCP) ,  the  Ch.707  housing  program, 
or  the  Ch.667  Elderly  Housing  Program  to  provide  affordable  low-  and 
moderate-income  rental  units. 

11.  INCREASING  THE  UTILIZATION  OF  EXISTING  RESIDENTIAL  PROPERTIES:  Though 
the  regional  population  has  stabilized,  housing  demand  has  increased 
because  of  a  steady  decrease  in  household  size.    One  of  the  effects  of 
this  trend  is  that  many  large  homes  are  now  occupied  by  small  families 
which  do  not  require  the  space.    Increasing  the  utilization  of  that  space 
is  a  less  expensive  and,  potentially,  a  more  affordable  way  of  increasing 
housing.  Communities  have  tried  to  encourage  that  greater  utilization  of 
space  through: 

a.  Shared  Living  Programs,  which  provide  services  to  assist 
homeowners,  generally  the  elderly,  to  find  other  individuals  to  share 
their  homes  with;  and 

b.  Residential  Conversion,  through  which  additional  units  are  carved 
out  of  existing  space.  "Accessory  apartment"  construction  is  one  type  of 
residential  conversion. 

12.  ESTABLISHING  A  NONPROFIT  HOUSING  DEVELOPMENT  ORGANIZATION:    In  many 
older  urban  Massachusetts  communities,  community  development  corporations 
and  other  nonprofit  housing  organizations  have  long  been  instrumental  in 
preserving  and  developing  affordable  housing.    In  Massachusetts,  nonprofit 
organizations  have  also  been  heavily  involved  in  rural  areas  through  the 
housing  programs  of  the  Farmer's  Home  Administration.    Only  a  few  suburban 
communities,  however,  have  had  any  significant  nonprofit  activity.  In 
most  cases,  these  have  been  church-affiliated  or  other  charitable  sponsers 
of  Section  202  elderly  housing. 

The  organization  of  a  nonprofit  housing  development  entity,  perhaps  on  a 
multicommunity  level,  could  provide  an  effective  vehicle  for  the 
development  of  affordable  rental  and  ownership  housing.    Such  an  entity 
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could  begin  by  undertaking  joint  ventures  with  private  developers,  acting 
as  the  conduit  for  public  incentives  or  subsidy,  and  eventually,  could 
develop  housing  on  its  own,  if  appropriate. 

13.  ESTABLISHING  NEW  SOURCES  OF  HOUSING  SUBSIDY:    With  the  reduction  in 
federal  housing  subsidies,  a  great  deal  of  attention  is  now  being  given  to 
the  possibility  of  raising  funds  for  housing  at  the  local  level.  Linkage 

and  inclusionary  housing  programs,  which  require  developers  to  support 
affordable  housing  efforts,  are  one  approach.    Another  is  the  "transfer 
tax." 

A  transfer  tax  is  a  tax  on  all  real  estate  transfers,  with  the  possibility 
of  exemptions  for  owner-occupied  units  or  transactions  below  a  certain 
price.    A  bill  has  been  reintroduced  in  the  1986  legislature  which  would 
enable  local  communities  to  adopt  a  transfer  tax  whose  purpose  would  be  to 
finance  a  local  conservation  land  bank. 

Some  housing  advocates  are  proposing  that  affordable  housing  also  be 
included  as  a  purpose.    Irrespective  of  the  legislation's  passage, 
individual  communities  may  petition  the  legislature  for  authorization  to 
adopt  such  a  tax.  This    has  already  occurred  in  Martha's  Vineyard  and 
Nantucket  where  the  transfer  tax  is  used  to  finance  conservation  land 
banks. 

14.  RENT  AND  CONDOMINIUM  CONVERSION  CONTROL:    A  number  of  communities  in 
the  Boston  region  continue  to  regulate  rents  and  the  conversion  to 
condominiums  through  local  ordinances.    Of  the  two,  rent  control  is 
certainly  the  more  maligned,  especially  by  members  of  the  real  estate 
industry,  planners,  and  economists.    Rent  control  has  been  accused  of 
contributing  to  the  deterioration  of  housing  by  denying  owners  the  return 
needed  to  manage  and  maintain  property,  ultimately  resulting  in 
speculation,  abandonment,  and  arson.    Communities  which  adopt  rent  control 
ordinances  have  generally  viewed  any  negative  effects  to  be  outweighed  by 
the  need  to  deal  with  a  local  rental  crisis.    In  Massachusetts,  local 
communities  must  petition  the  legislature  in  order  to  adopt  a  rent  control 
ordinance . 

Condominium  conversions  in  Massachusetts  are  now  regulated  by  state  law 
which  extends  certain  rights  to  existing  tenants  for  proper  notification, 
right  of  first  refusal,  and  relocation  assistance.    However,  local 
communities  may  adopt  more  stringent  regulations  by  a  two-thirds  vote  of 
their  local  legislative  body. 
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